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2FEDERAL HOME LOAN BANK BOARD
A final statement of policy and rule issued 5/19/89 concerning investment portfolio
policy and accounting guidelines was published in the 6/1/89 Federal Register 
(see pp. 23457-71). Under the final policy statement and rule, securities 
activities of a federally insured institution must be accounted for in accordance 
with generally accepted accounting principles, must be conducted in a safe and 
sound manner, and must be in compliance with an approved and documented 
investment policy and strategies (see the 5/29/89 Wash. Rpt.). The effective 
date is 6/1/89 and insured institutions must comply with the documentation 
requirements of an investment policy and strategies and board of director reviews 
on 8/30/89. For further information after reading the final policy statement and 
rule, contact Joe A. Hargett at the FHLBB at 202/331-4583.
GENERAL ACCOUNTING OFFICE
Implementation of a new accounting standard-setting process and establishment of a
Federal Government Accounting Standards Advisory Board have been proposed by the
Comptroller General. The proposed Board would prescribe accounting principles, 
standards, and requirements for Federal executive agencies. The Comptroller 
General is authorized to prescribe such accounting requirements by the Budget and 
Accounting Procedures Act of 1950, as amended. An exposure draft, entitled 
"Proposed Framework for Establishing Federal Government Accounting Standards" 
(GAO/AFMD-89-56, May 1989), is available from the GAO by writing to the following 
address: Director, Accounting Principles and Standards, Accounting and Financial 
Management Division, Room 6023, 441 G St., N.W., Washington, D.C. 20548. 
Comments on the exposure draft must be submitted by 7/15/89. For further 
information, contact Ronald Young or Frank Synowiec at the GAO at 202/275-9578.
TREASURY. DEPARTMENT OF
The IRS Commissioner's Advisory Group is scheduled to meet 6/14-15/89 in Washington,
D.C.. the IRS announced (see the 6/2/89 Fed. Reg., p. 23736). The agenda for the 
meeting will include discussions of the regulations and ruling processes, the 
liaison function, IRS recruitment, and ways the media can help inform taxpayers 
of their obligations, as well as a review of taxpayer delinquency investigation 
procedures. The meetings will begin at 8:30 a.m. each day in Room 3313 of the 
IRS National Office at 1111 Constitution Ave., N.W.. Due to limited space, 
individuals interested in attending should contact Robert F. Hilgen at the IRS at 
202/566-4143 by 6/7/89.
Establishment of an Office of Inspector General and Office of Assistant Commissioner
(Taxpayer Services) was announced recently by the IRS (see the 5/30/89 Fed. Reg., 
pp. 23010-13). The new Office of Inspector General, which was authorized by the 
last Congress (see the 10/10/88 Wash. Rpt.), will provide policy direction for 
and shall conduct, supervise, and coordinate audits and investigations relating 
to the programs and operations of the Treasury Department. However, some 
conditions are imposed concerning access to returns and return information. The 
Inspector General will be required to provide 1) written notice of intent to 
access returns and return information, including the specific returns or return 
information being accessed, and 2) a certification by the Inspector General that 
the returns or return information are needed for a purpose described under 
section 6103(h)(1) of the Internal Revenue Code of 1986. The Office of the 
Assistant Commissioner (Taxpayer Services) will be responsible for taxpayer 
service functions such as telephone, walk-in, and taxpayer educational services, 
and the design and production of tax and informational forms.
3TREASURY, DEPARTMENT OF
A briefing session on electronic filing software and communications has been
scheduled for 6/23/89 by the IRS (see the 5/31/89 Fed. Reg. , p. 23339). The IRS 
said the session is an information session for potential participants and is not 
intended to generate RFPs. The briefing is scheduled from 8:30 a.m.-4:00 p.m. in 
the IRS Auditorium, 7400 Corridor, 1111 Constitution Ave., N.W., Washington, D.C. 
Since seating capacity is limited, the IRS said attendees will be accommodated on 
a first-come, first-served basis. Notification of attendance is required no 
later than 6/16/89. For further information after reading the meeting notice, 
contact Lynn Canner at the IRS at 202/535-6873.
THE WHITE HOUSE
Fred T. Goldberg, Jr. has been nominated to serve as the Commissioner of the IRS by
President Bush. He presently is a partner with Skadden, Arps, Slate, Meagher, & 
Flom. Mr. Goldberg served as Chief Counsel for the IRS from 1984-1986. He has 
also served as Assistant to the Commissioner of the IRS and as Acting Director of 
the Legislation and Regulations Division in the Office of the Chief Counsel for 
the IRS. From 1982-1984, Mr. Goldberg was a partner with Latham, Watkins, and 
Hills in Washington, D.C. Mr. Goldberg's nomination is subject to confirmation 
by the U.S. Senate.
SPECIAL: AICPA ENDORSES TORT REFORM BILL INTRODUCED BY SENATOR McCONNELL
Legislation which would help reduce the number of lawsuits brought each year by
abolishing joint and several liability laws in our tort system was introduced in
the Senate by Senator Mitch McConnell (R-KY) on 6/1/89. The bill, S. 1100, is 
entitled the Lawsuit Reform Act of 1989 and is strongly supported by the AICPA. 
"We endorse this bill because it addresses the unfair liability burden imposed on 
many parties, including CPAs, by the judicial system in today's litigious 
society," AICPA Deputy Chairman for Federal Affairs B. Z. Lee said. The prime 
reason for the increase of lawsuits against accounting firms is that they are 
often the only survivors in a multi-party action when a company fails. Under the 
doctrine of joint and several liability, a defendant can be found 100 percent 
liable for the economic losses sustained by a plaintiff even though the defendant 
may be only one percent at fault. "CPAs are often viewed as the 'deep pockets' 
in these cases, making them an attractive target for the plaintiff's bar," Mr. 
Lee said. "The McConnell bill, however, will abolish joint and several liability 
in civil actions in Federal and state courts based on any cause of action, 
including economic losses, among others. This will end the 'deep pocket' 
syndrome by holding CPAs responsible only for any actual damages for which they 
are found responsible," he said. The AICPA had previously formed a special task 
force on accountants' legal liability which recommended several changes in the 
tort system, among which was the abolition of joint and several liability. S. 
1100 has been referred to the Senate Judiciary Committee.
SPECIAL: PENALTY REFORM LEGISLATION INTRODUCED IN HOUSE; HEARING SCHEDULED
Legislation to reform the civil tax penalty system was introduced in the House 6/1/89
by Rep. J.J, Pickle (D-TX), the chairman of the House Ways and Means Subcommittee
on Oversight. A hearing on the measure, H.R. 2528, has been scheduled for 6/6/89 
beginning at 9:30 a.m. in Room 1100 of the Longworth House Office Building in 
Washington, D.C. by the Oversight Subcommittee. Witnesses will appear by
4invitation only. H.R. 2528 will, according to Chairman Pickle, provide a 
"fairer, more effective and rational civil tax penalty system for all taxpayers."
H.R. 2528 revises the present-law penalties that apply in the case of an 
understatement of tax that is caused by an income tax return preparer as follows: 
1) If any part of an understatement of tax on a return or claim for refund is 
attributable to a position for which there was not a realistic possibility of 
being sustained on its merits and if the preparer knew of such position, then the 
preparer is subject to a $250 fine; 2) If any part of an understatement of tax on 
a return or claim for refund is attributable to a willful attempt by an income 
tax return preparer to understate the tax liability of another person or to any 
reckless or intentional disregard of the income tax law, then the preparer is 
subject to a $1,000 fine; 3) Return preparer penalties that apply to each failure 
to sign or furnish a copy of a return or claim for refund to the taxpayer, or to 
furnish his or her identifying number are increased to $50; and 4) Total 
penalties imposed for these types of failures for any calendar year are limited 
to $25,000. IRS is to exercise discretion in selecting preparer cases to refer 
to the Director of Practice; penalty situations involving the $250 penalty should 
not be automatically referred.
H.R. 2528 provides that the amount of the penalty imposed for promoting 
abusive tax shelters equals the lesser of $1,000 or 100 percent of the gross 
receipts derived or to be derived by the person from such activity. The bill 
amends the penalty for aiding and abetting the understatement of tax liability by 
imposing the penalty in cases where the person aids, assists in, procures, or 
advises with respect to the preparation or presentation of any portion of a 
return or other document if 1) the person knows or has reason to believe that the 
return or other document will be used in connection with any material matter 
arising under the tax laws, and 2) the person knows that if the portion of the 
return or other document is so used, an understatement of the tax liability of 
another person would result. In addition, H.R. 2528 provides that a penalty for 
promoting abusive tax shelters is not to be imposed on any person with respect to 
any document if an aiding and abetting penalty is imposed on such person with 
respect to such document. The penalty for filing frivolous income tax returns is 
increased from $500 per return to $1,000 per return. The measure provides that 
the modifications to present-law penalties outlined above are effective 12/31/89. 
The accuracy provisions of H.R. 2528 generally apply to returns due after 
12/31/89.
Accuracy penalties are reorganized in  H.R. 2528 into a new structure that is 
designed to eliminate any overlap of the penalties. The accuracy-related 
penalty, which is imposed at a rate of 20 percent, applies to the portion of any 
underpayment that is attributable to 1) negligence; 2) any substantial 
understatement of income tax; 3) any substantial valuation overstatement; 4) any 
substantial overstatement of pension liabilities; and 5) any substantial estate 
or gift tax valuation understatement. The list of substantial authorities on 
which taxpayers may rely is expanded. The measure of when a misvaluation occurs 
for the penalty is modified. The accuracy provisions of H.R. 2528 generally 
apply to returns due after 12/31/89.
The bill changes information reporting penalties to provide a penalty which 
will vary depending on when, if at all, a correct information return is filed 
before a prescribed date. The penalty starts at $15 per return and progresses to 
$50 per return with varying prescribed annual maximums. H.R. 2528 also makes 
changes in the rules for failure to furnish correct payee statements, 
requirements for returns on magnetic media, and waivers, definitions, and special 
rules.
H.R. 2528 provides a separate penalty for negligent or fraudulent failure to 
file a return which progresses from 15 percent of the net amount due per month to
5a maximum of 75 percent. Failure to make timely deposits of tax bears a varying 
penalty starting at 2 percent and progressing to 10 percent depending on the 
number of days of delinquency.
SPECIAL: AICPA SCHEDULES 1989 SAVINGS AND LOAN CONFERENCE
The Twelfth National AICPA Conference on Savings Institutions has been scheduled for
9/6-8/89 at the Grand Hyatt Washington Hotel in Washington, D.C. The keynote 
address will be delivered by Richard C. Breeden, Assistant to President Bush for 
Issue Analysis, who will discuss changes in regulatory and deposit insurance 
structure and the future of the savings institutions industry. Federal Reserve 
Board Governor Martha R. Seger will be one of the featured speakers. Key 
representatives from the Federal Home Loan Bank Board, the FASB, the SEC, the 
AICPA, and executives from the thrift industry with extensive experience in the 
savings institutions industry will also be featured as lecturers and panelists at 
the conference. Specific topics to be covered during the conference include the 
following: Current Accounting and Auditing Update; Tax Update; Effects of the
Current Legislation on the Supervisory and Deposit Insurance Structure; Loan Loss 
Evaluation; Operational Aspects of Risk-Based Capital Requirements; Internal 
Control Structures for Savings Institutions; FASB and SEC Activities; Accounting 
for Income Taxes--Accounting, Auditing and Implementation Issues; and Market 
Value Accounting: Advantages and Disadvantages. As in the past, an optional 
program will be presented. The optional program is scheduled for 9/8/89 and is 
offered annually for practitioners and executives who wish to study key issues 
more thoroughly and in a smaller group. Recommended CPE credit for the two-day 
conference is 16 hours; an additional 4 hours are recommended for the optional 
program. For further information, contact the AICPA Meetings and Travel Division 
at 212/575-6451.
SPECIAL: HEARING ON EMPLOYER-SPONSORED RETIREE HEALTH INSURANCE SCHEDULED BY HOUSE WAYS
AND MEANS SUBCOMMITTEE
A hearing on employer-sponsored retiree health insurance has been scheduled for
6/14/89 by the House Ways and Means Subcommittee on Oversight. The hearing is 
scheduled to begin at 1:00 p.m. in Room 1100 of the Longworth House Office 
Building in Washington, D.C. Invited witnesses will appear representing the 
Administration, business, labor, retirees and pension plans. Other interested 
parties are encouraged to submit written testimony to be included in the printed 
hearing record. This is the second in a series of hearings being held by the 
Oversight Subcommittee to review the role of employer-sponsored health insurance 
in meeting the health care needs of current and future retirees. The 
Subcommittee will consider the following issues at the 6/14/89 hearing: 1) The 
most recent estimates of employer liability associated with existing retiree 
health benefits; 2) The effect of present-law tax rules on the ability of 
employers to meet current and future retiree health care costs; and 3) Various 
approaches to improve the security of employer-sponsored retiree health benefits. 
Written comments for the printed hearing record must be submitted by the close of 
business on 7/14/89 to Robert J. Leonard, Chief Counsel, Committee on Ways and 
Means, U.S. House of Representatives, 1102 Longworth House Office Building, 
Washington, D.C. 20515. For further information, contact the staff of the 
Subcommittee at 202/225-5522.
6For further Information contact Shirley Twillman at 202/737-6600.
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